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I. Basic Strategy 

The Mission has reviewed the dimensions and characteristics of 
poverty in Afghanistan. It concludes that current Government 
approaches to economic and social develcoment have not ameliorated 
the problems of poverty nor, indeed, even addressed seriously the 
population's nost basic human needs. The reasons for this failure 
are that: 

- the current GOA development model is inappropriate in 
terms cf the country's comparative economic advantage 
and its relevance to basic human needs; 

- income levels are too low to permit the poor to meet 
basic human needs; and 

- the capacity of Government to plan, mobilize and manage 
development resources is seriously inadequate. 

T.\e AID program has not systematically challenged GOA approaches 
and strategies to economic and social development. Rathe'*, we have 
worl.ed largely withir. the Government's policy framework. As a 
result, AID is only marginally responsive to the basic nee*-: of the 
poor and the demands of its own mandate. 

The Government of Afghanistan identifies reducing povprty and 
meetir.y task human needs as an objective of its developrv.mt. Its 
actions have belied this. If it is to meet this objective: it must: 

- reorient and rationalize its dev?lcpment approach to 
take account of the country's comparative economic 
advantage and its potential for meeting basic human 
needs; 

- g.*ve priority to increasing the productivity and 
income levels of the poor; 

- increase the participation of the poor in basic health 
and education; and 

- assure that economic and social <- :a ins are not frustrated 
by population growth. 



If a donor is to influence Government approaches to economic 
and social development, the Government must be willing to enter- 
tain donor participation at the center, rather than the periphery 
of development. It also presumes the willingness and capa-'ty of 
a donor to assume the posture of a major donor. Levels alone do 
not assure leverage. Rural construction, without a rural strategy, 
suggests a peripheral involvement. Price stabilization witrn the 
context of a national food policy is at the center. 

Circumstances in the past kept AID from engaoing the 
Government on fundamental issues. As a result, the Mission acopted 
a responsive posture rather than an initiatory stance. It was 
unable to develop data on the who, what, and whys of poverty in 
Afghanistan or to maintain its position in the planning process. 
The consequence is tha t AID has a program directed at the peripher y, 
rather than the central issues of development . 

In 1971, a World Bank mission wrote cf the pervasive "dis- 
illusionment about the past and pessimism regarding the future". 
They ccniluded that "such pessiKissa iz justified as even in areas 
where df/elopment activities wen? undertaken, with heavy inputs 
of capital investment and foreign advice, returns have been dis- 
mally lew." In 1975, Af'ihar.^sran appeared to ren.ain at this nadir. 
The USMD Development Assistance Program for Afghanistan wrote of 
development that "mushed a^»g, frequently not achieving targets 
nor even producing results *nr-ii the investments". 

In 1977, a World Bank mission wroce "the time for pessimism 
has passed". The members cf that mistier expressed confidence xnat 
"substantial progress will bo made in the next ten years towards 
the goal of hiaher income levels and meeting basic human needs of 
the popflation n . We are cautiously optimistic. There are three 
major differences from that <ra-lic.' time that lead us also to this 
conclusion: 

- In the past, the GOA has shown little interest in a develop- 
ment strategy. Project: meeting a "needs" criteria were 
seldom presented by, or acceptable to, the Government. 
Recent Government initiatives v/ith regard to food grain 
price stabilization, village based health systems and 
education sector analysis are positive signs that this 
situation is changing. 



- There is a growing appreciation by donors, and by some 
elements of Government, that if donor resources are 
directed to fundamental issues, they may positively 
leverage Government policy, prorrams and procedures. 
There is also a desire on the part of donors to ac*. coop- 
eratively; and, for the first time, there is a willi.-.gness 
by the Government to permit them to do so. 

- Finally, in 1971, it was difficult to identify the e-^ments 
o*" a growth strategy. External markets were .emote, and 
the tiny domestic market offered little prospect for 
industrialization. The oil price rise has benefited nearby 
markets which Afghanistan is uniquely well-placed to 
supply with agricultural products. Past investments in 
aaricultural infrastructure have already demonstrated 
increased production capacity. A strategy led by agri- 
cultural exports reflects comparative economic advantage. 

Given the opportunity to move our program to the center of 
development issues and the necessity to do so if we are to have 
a significant role in encouraging a.-.d supporting Governr.en'. ' s 
development objectives. USAID mu st ass ume the nosture o f a major 
donor . This means: 

- takino a systemic view of th? development process and 
structuring the AID program toward fundamental develop- 
ment objectives; 

making necessary investments in sector analyses to 
develop programs addressing basic human needs; 

- prompting and supporting Government requests for planning 
assistance; 

- sl.arply increasino the levels of U.S. assistance to 
Afghanistan and moving a large portion of the assistance 
portfolio to sector jvearams which mere comprehensively 
confront fundamental development issues; 

- initiating problem oriented management analyses and 
assistance; and 

- structuring the Mission tc the requirements for sector 
analysis, program development, project design and 
evaluation. 



None of this is to suggest that there 1 has been a fundamental 
breakthiough in reorienting plan targets or the administrative 
and management morass of Afghanistan, but rather that the oppor- 
tunity exists. There are problems. While serious discussions 
concerning grain price stabilization are proceedina with th*» 
Ministry of Plan, its Food Procurement Department continues to 
champion the narrower interests of the urban consumer. While the 
Minister of Public Health has articulated a new National Health 
Policy, his Min-^try continue, to allocate the majority of its 
resources to urban hospital care; and while AID stands ready to 
obligate additional funds for nral construction, the implementa- 
tion ot most prcgra-ns is at a standstill. The problems are many, 
but the opportunities and our w?ndate clearly outweigh the risks. 

, tM 6iv f n th e history of Afghanistan's development efforts and 
AID s relationship to them, a transitional strategy will be 
necessary to move us from where we are to where we want tcTb*. 
V\e transitional strategy rests on the assumption that moving the 
Government s policies and programs hill be a process in which its 
willingness and capacity will be challenged, tested and, when 
appropriate, supported. 

- Challenge . The Mission is prepared to challenge the 
Government to reorient its development approach to take 
awcount of the country's comparative economic advance 
aiid its potential for meetino basic human needs. The 'pro- 
posed price stabilization of food grains program is central 
to this challenge. PL-480 grains are available to support 
such a reorientation not to underwrite the current develop- 
ment approach. Similarly, the Mission is prepared to 
che.Tlenge the Government's wilMngness to shift priorities 
to the needs of rural development and to accept the poor 

as a productive resource. Their willingness to address 
poverty directly and in the village will be met by AID 
support. It is not our intent to support national programs 
which are based on little understanding, indeed little 
concern, of the poor and which have only a limited impact 
on much of the rural sector. 

- Test . The Mission will test Government where there is 
evidence that projects and proqrams can and should be re- 
directed at fundamental development Issues. In health, the 
Governmc. t has indicated that it is committed to nationwide 
implementation of a service delivery program. The Mission 
is prepared to test whether, ir. a specific area, it is 
possible *u recruit and tram workers, supply and supervise 
them, and develop a functional referral system so that a 



majority of the population begins to receive the benefits. 
If, at the end of the test, it can be demonstrated that the 
system is workable, relevant and accessible to the majority 
of the peculation, the potential for a health sector grant 
exists. A sector grant would be based on performance, 
concrete evidence th&t accomplishments are genuine, and a 
commitment to meet the financial and policy requirements 
arising from the experiment. 

The Mission is also prepared to test Government commitment to 
basic education for the majority. There are two funda- 
mental issues: relevance and efficiency. The Mission is 
initiating a new project directed at *:-acher training and 
is reorienting the current primary scnool construction 
project. In both cases, the project will be premised on 
issues of relevance and efficiency. If there is evidence 
during the design and negotiation of these projects that 
the Government is prepared to deal directly and effectively 
with the issues, the Mission would then undertake a more 
comprehensive sectoral approach to basic education. 

The Mission also is prepared to finance immediately the 
range of sectoral analyses necessary for the broad basf-.u 
suoport of programs addressed to poverty and baric fr-nan 
needs. This is absolutely netessary to assure that n.vther 
we nor the Government are forced to sector or policy 
decisions without the necessary data and analysis. T-c 
Mission is also prepared to prcr.pt and finance planned 
inputs arising from these initiatives. 

- Supnort . From the above process, systemic analysis, 
challenging and testing, the Mission expects to be able 
to support a more broadly conceived program directr.2 to 
fundamental issues. 

ft critical concern, of course, is the capacity of the 
Government to manage development programs. Four components cf 
the transitional strategy are directed to this issue: 

- in challenging Government to work at the village level on 
income programs, the Mission believes it may be able to 
work effectively with discrete elements of ministries or. 
area programs without making the success of those program 
totally dependent on national svstems. This will permit 
the introduction of problem solving techniques to bureau- 
cracies in a concrete, rather than abstract context and 
will facilitate the movement of policy and ir.anage.nent 
initiatives up through the system; 
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- while testing Government commitment, the Mission will make 
selective investments to strengthen ir:titutional capacity 
so that sectoral programs can follow on in the support phase. 
In health, there will be a substantial increase in financing 
for the development of management systems. In education, 
investments in strengthening the institutional capacity of 
both the teacher training and school construction projects 
are seen as essential and necessary conditions to national 

or sectoral elaboration; 

- in design. ..g its program, the Mission will try to iden*ify 
and use local management capacity. This is important in 
A.ghanistan where administrative workability and the 
feasibility of mustering the necessary local support for 
effective implementation have been traditionally overlooked; 

- finally, the Mission will build on its efforts to identify 
and address pervasive administrative and management 
constraints in national systems. The Development Support 
Training Projecfis an important first initiative. 

In the near term, the transitional strateay carries with it 
the seeds of confrontation. The Gcvernment has been conditioned 
to a more complacent AID posture Recent experience with the 
Anti -opium Poppy Agreements and the Cor..Mtions Precedent for the 
Helmand Valley and Integrated w;.*at Projects all point to increasing 
sensitivity by the Government, out the confrontation is necessary. 
O'.t challenging and testinr ]j essential to define the sire a;,d 
nature of our support based oi knowledqe, tested willingness and a 
fair measure of true capacity. 

It is essential that i.iis strategy be discussed frankly with 
Government. That process has already begun. Both the Ambassador 
and ISAID Director have indicted our wil nnaness to increase 
levels substantially to the extent opportunities can oe developed 
to impact the poor directly rod in the near term. They have care- 
fully pointed out the consequences of juch a commitment: AID will 
be a more visible agent in the development process; and more 
importantly, AID commitments will be i inked to Government performance. 
This last point has been particularly emphas^ed. Whether it is 
fully enpreciated remains to be seen, but our recent experience 
would indicate that we are being heard. 



Th<= discu::ion which Follows is related to what the Government 
and AID must do if Afghanistan's development is to address success- 
fully pc-erty ana meet basic human needs. It must: 

- reorient and rational i-.e its development approach to take 
account of tne country s comparative economic advantage 
and its potential for meeting basic human needs; 

- give priority *-•; increasing the productivity and income 
levels of the poor; 

- increase the parti ci pat; en of the poor in basic health 
and education; and 

- assure that economic and social gains are not frustrated 
by population growth. 

II. Reorienting and Rationalizing the Development Approach of 
the Government of Afghanistan 

In considering a development assistance strategy for Afghanistan, 
the Mission identified a sot of major issues for national policy, .t 
is not an exhaustive listing. Moreover, given the uncertain avail- 
ability ?nrj reliability of data* tS«e discussion is by necessity 
heavily qualitative. The issues are summarized below: 

- Government strategy, as reflected by the Seven Year Develop- 
r.ent Plan and budget allocations, is directed to capital 
ir.censive heavy industry, yet its comparative advantage 

is clearly in agriculture. World experience of the last 
twenty years, and the economic situation here, suggest that 
heavv industry is neither a sufficient nor necessary 
condition for economic development. Afghanistan's compara- 
tive economic advantage lies in the processing of agricultural 
surpluses both for the domestic market and for export. It 
is also the key to increasing income levels of the poor. 
Afghanistan's development strategy must be directed to 
agriculture- led growth. 

- Basic human needs are not being met, yet national services 
are directed elsewhere. Resources available to Government 
ar* not illocated rationally or equitably, either between or 
within sectors. Health care is focused on urban oriented 
hospital care; problems call for a village oriented health 
program. "Education is concentrated on preparing students fo. 
University entrance; the great majority will get no education 
or will terminate early and remain in their village with 
littie relevant preparation for work or life. Resources must 
be reallocated to reflect the basic needs of the poor, and to 
he lp increase their productivity and incomes . 
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- The levels of investment necessary for development are 
constrained by the limits of GNP and Government revenues, 
vet the GOA is not maximizing opportunities for resource 
mobilization and utilization. In addition to pursuit of a 
sensible growth model and traditional revenue generating 
measures, the Governit-ent must do more to utilize private 
in ror.e (i.e., fee for service), encourage private investmen t, 
and maximize non-ronetary inve s tment (i.e., self-help )! 

. Government resources are seriously limited, yet their 
utilization is grossly inefficient. Management weaknesses 
are pervasive. Immed iate steps must be taken to improve 
the efficiency of Government programs . 

- Population growth threatens the development prospects for 
Afghanistan, yet the Government gives virtually no attention 
to this problem. While the Government has tolerated a 
modest family planning program in Afghanistan, it must come 
to rec ognize population growth as a key determinant of the 
country's development prospects . 



ion 



A precondition for reorienting current Government approaches 
to economic and social development is better analysis. Th* Missi 
is taking a svstemic view of the development process, Sec"r.- 
a<co S "rents £re underway in the four major areas: agricu'.turr, 
creation, health and population. It is prepared to mak? Mediate 
investments in sector analysis. A specific proposal is o»» tr.t desk 
of the Minister of Education. The Mission is also prepares to 
prompt and/or rceet Government requests for planning assistance. We 
b°li*'e there may be an opportunity in the area of democ^'inc 
analysis and planning within the Ministry of Plan. 

We will also seek to rationalize the process through concrete 
protects testing the validity of the reorientation called ?>r alvve. 
If we are successful, we will seek sharply increased level* ?.nd 
move a large portion of our assistance portfolio to sector praams. 
The issues identified above will condition our approaches to Jis- 
cussicr.". with th£ Government, program development, project design 
and evaluation. 

In our discussions with the Government, it will be as important 
to define what we are not prepared to do as to outline our josillve 
intents. A summary of the limits to our strategy follows: 

- we are not prepared to entertain requests outside our 
strateoy and which do not directly affect the early 
fulfillment of basic human needs; 



- we are not prepared to fund projects- which do not accept 
the poor as a potentially productive resource; 

- we are not prepared to support projects which are not 
based on equitable participation or do not offer the 
prospects for broad based coverage; 

- we are not prepared to support projects which fail to 
recognize the necessity for private and/or non-moneta.-v 
investment; 

- wc are not prepared to subsidize sector inefficiency bv 
maning up the difference with assistance levels; and * 

- we are not prepared to consider any project or program 
without careful Government attention to its implications 
for population growth and equity. 

III. Giving Prio rity to Raising Productivity an d Income Levels 
of the Poor : 

Mort basic needs are met in the market. They include minimum 
requirements fcr private consumption. But the market can perform 
only as well as need can be translated into effective demand. 
IncMejs the key. Although o>;.er elects of ba.-.ic needs, such 
cs health and education, are r.:ai-.UineJ through national systevs, 
tneyare not unrelated to income levels. Taxes and fees for 
sarvice, for example, both sriss from income. To the extent basic 
needs are not being met, either incomes in general are too low or 
inequitably distributed. Both are the rase in Afghanistan. 

A reorientation of eco»iC«nic strategies and policies could 
significantly increase national income. Indeed, the prospects are 
dramatic; the World Bank estimates that an agricultural -led growth 
strategy could achieve a sever nercent annual growth rate or'a 
doubling of national income within a ten year time frame. Tfps 
extraordinary opportunity fo. e?oromic progress and its potential 
for fulfillment of basic human i:eeds is pivotal to formulation of 
development strategies and policies i.. Afghanistan. But it is not 
to suggest such reorientation aione could work Miracles. There 
are obvious limits and concerns: 

- it will be difficult for Afghanisvan tc realize this 
potential growth rate sine* traditional practices of 
the rural population are detoly engrained and Government 
capacity to affect change is limited; 
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- regardless of actual growth rates, the absolute levels 
of resources available for nesting 'basic needs will 
cKnTth- n C S n r,OU J 1 J ^"'"•inld by delimit of 
SfiiJh ths P au ^ u y of domestic revenues. Additionally 
wnile the advantages of an agricultural growth stra tec v' 

StoM^^E" 9 n" feVenueS from ?he ilS'tuSl 
a" Ct ^rLelTl?St;d;° PPOrtUn - tiSS f ° r ™"«tMbut1on 

" 2S2 nt1al - port ! ons of the Af ^-an Population, and even 
I orln ^ 10 ? S * ha ! e "? benef ^ from the country's 
?i!3 1 ^^lopment. The World Bank estimates that at 
least twenty percent and perhaps as manv as forty percent ~ 
of the population are in absolute poverty. This oroblem 
is clearly more serious in the rural areas than cities 
but even in rural areas, there are significant dis- 
crepancies. The more advantaged, because of their 
2I» 1 j; p " 1 ! n ! n the market ' are alre8d * better able t* 
mV-V* ? aSK needs and t0 take advantaae of the 

12! ^f" >e t-a,. the d evelopment strat-prv which will nrov^ — 7 -ir-o^t 
impact on ruraT^irtvirTTro ,..„ 4r^rv's till ^^ 4jjf 

buti^-nS K?" nee ? muSt be met 1n the Mr ket. Income .^distri- 
butio.. end Government programs are net alternatives in f.« .ear 
term. The subsistence farmer by need and potential thJi " !L 

pation, both individual and national ircones will increase. 
eLtra^t-'J U B T ere the I e H, mt in ""^rstandins, or ihere 



Nationwide Programs 

It is impossible to identify a national pattern of constraints 
t* ^difficult! without field analysis, to suggest how one, or 
U S . I^Mnition of the usually identified constraints will 
?TJ StJSssfjreducSvlS or income. All too often, AID has 
,B ftS.SYSllI solution and then searched the country for a 
Tonstralnt kiSitlS to which it night be applicable. 

P^ is a constraint, however, which appears to exist across 
♦^ hoard is efficiently addressed en a national scale and exists 
r^aSvely ndepenSent of other constraints. There is evidence 
lh4 £™ fa"ilie«, even witn cash market access, are unwilling to 
^ a l SSritv foTcash if food is not available or perceived as 
SinSSr^oS'sSJlJy is an objective the Mission proposes to 
address on a nationwide basis. 

Thoro »rp two alternatives for assuring food security; 

use in arcj b ... yeeri, u , j = eUtively ,r l0re land must or 

in te.nj. u. v-<- j. -heence of a:« assured market offering 
ISS-5S ncenti es TneVe-ond alcernative offers Inercwrt 
if-ime'prcspects fcr all categories of farmers and reflects .he 
country's comparative advantage. 

An important element of our market strategy 
X to increase wheat production on the lands wier* 
hich-value crops are not an alternative, and «.o 
^crease high-value crop production on the better 
lands. 
This stratecy requires a policy to stabilize wheat prices 

thrfarrer foreacinc wheat production. A program of *weswK 

mmmmmr 

strategy, the Mission will propose a »jor PL-W. Tit a in 

S^«"^S™«^.i^ ^^^' USA1D h " 
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. a ^fnrt directed to testiha the prospects for 
^^L\tft SrSion^n'rain-feo areas and productivity on 
increasing v-r.-ai. v 
irrigated lands. 

The Mission is looking at other constraints best addressed 
in a nationwide context. 

fr.»» Programs 

\ ♦ Koni^ in the village, and development programs 
Development be 9V'Vf \hTrura population living in the 
must reflect the_needs of the rura ?°P u there has been considerable 
village. The data base 1 ?.^* h ; n :i; i cultural sector, there has 
^ork done on various > aspects o th ^rvc^u $ 1cu1?ura , 

been little or f h / r -f f u n c S tiv I t ra n P d incomes of the poor. Unt;. 
M'Xn r there P w??l C be V ]ittle opportunity for reorienting the 
Government's development approach. 

National systems in Afghanistar „ ire , jot Reused on^h^poo^ 

develop programs at the vijlc.e ,r .. /it wd inc0 me leve s 

directly ar.d mediately c -p^ ;■'*»'. ev< .«. pT c at that level v-ojld 
c, "the poor. *"in Sj U.ro U gn n. n 1 « at^ ^ s ^ % 

alS o per.it the '"^f^J ."™Uf totally Unfamiliar with sucn 

supportina cash market system. 

A r-VoSfTc ^n^afnrtolafhllriat" 

r P ^fatrs?^r;«r t r^r^ 

Th ere are no reliable data » «* -ket ^Ms^ 
income levels and d"*"*"* 1 ™ ™ f £?, fl! taken surrogate 1ndi- 
distribution. The «"«"• f $™IL^: on i„ c c, E e and cash market 

^T^V^&fer and the 

critical constraint patterns. Possno e 



- Northern Region : Faryab and Jawzjan 

- Northeast Region : Badakshan and Takhar 

- Western Region : Sadghis and Farah 

- Southern Recion : Ghazni and Zabol 

- West Central Region : Bamyan, Ghor and Oruzgan 

Although we are unable to order constraints, articulate their 
interdependences or their particular relationship to cash market 
participation, we can identify them by category. They include: 
risk, inadequate and unreliable water supply, lack of market access 
and agricultural services, land ownership patterns, inappropriate 
agricultural technology and confining institutional arrangements. 

The Mission will initiate the analyses necessary to identify 
programs at the regional level based on field analysis of village 
level constraints to increased productivity and incomes of the 
poor. O ur strategy is to move farmers f rom subsistence to Greater 
c ash tinrket participation . On rain -fed lands, that means a crop 
ivccs o.i wriest. On irrigated and partially irrigated lands, 
th=c ise»ns a crop focus on cash potentials. In all cases, it 
P"Otably suggests integrated agricultural devel cpment in specific 
?reas. 



The above strategy does not directly address the problem of 
those e/cluried from cash market participation, i.e., agricultural 
laborers &«:d those farm families who own very low quality agri- 
cultural land. This group presents a particular dilemma for the 
Mission. T:-.ree approaches have been considered. None are entirely 
satisfactory, but we intend to explore ways we can address the 
problems of this group: 

- settlement is the solution proposed by Government; and 
AID has supported tht effort ir. the Helmand. But re- 
settlement has been expensive, particularly in Afghanistan 
where irrigation has been used and where irrigation 
infrastructure is essential; 

- Jnstitut.onal reform is another alternative. There are at 
least, three asDects of the traditional institutional 
structure in Afghanistan that hinder progress in cash 
market participation: share-cropping, fragmentation of 
land holdings and water rights. Hone are likely to be 
solved easily in the near term; 
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nff farm employment represents a third alternative. In 

" !hl near term prospects for on-farm agricultural labor 

2?i DrSbSw increase as production of high-value crops 

incre iver th'e longerterm, it will be necessary to 

•S« «*f fam e-.Dlcvment for rural workers. Tne 

ISs?1ebSr market provides an escape valve for employment 
pressures. 

IV Trr-^ ™ tho Particip5t1on nf thP Poor in BaSlC 
CTTth snc Education 

Th»re are a range of basic needs inadequately met ir i the 
. i umIti. and eduction are critical examples. National 

available, . 

- Id "aticr -stem is equally off the mark. It !S concer.tr... ed 

Inrk"- adult life. It fails absolutely both in terms of ^ic 
ne»dVana economic development. 

£p?ewi"pi"nt?al access, and in education, drop-o u ts an, 

repetition are very high. 
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M "prove, but not wive J* '"^^/.^ic. necessarily 

tor Slioi - .^-Kanictan. 



fnr shared, cc»i»«»"»j • — 
unexplored in Afghanistan. 

A. H£si^l 



A ' t^ pattern of illness leading to ^^^j^ 
recognized. It consists of ^ diarrh eai. c . n 1gnoranC8 Tr,ey 

disease. Causes are equally kno l ' n »JJ ate sanitation and uwoj- 
are manifested in Poor "utnti-... «-J2JJ unded by the absence of 
trolled fertility. The situation ^ J £ fell pr inanly to thi 
elective health services. The consequence an> are 

vulnerable, the isolated and the poor, in - must b the 
dfsproportionately woxen and ch d ; t^ ^ f unda!7ient? . causes 

^^InlsfJii^SifSra^ents of society. 

- h«--th astern deserves indict- 
By any standard, the nation-. he*.th £*£• f Public Health 
rent for neglect. The servicer o. the M JJ'W , available and 
*re largely inappropri^.i^-^^^^puiation. The Mirr.stry 
of Utile standing with a ma 3^^ JT tfte lBper unt 
is urban centered and curat. « -. en *ea. &nd D _, prograr .s, 
iUtlon^of the } «, ^Heat ^ ^ ^^ sy5tem 

^alSy h e^ radnion 

m u the indigenous system is > patchwork o myth, tradit^ 
and ancient Arab P™""-^ ^fge and ^available 
of moderr medicine, it is in jwx^ self . suS taimng, and enjoys 
eauitably. it is aiso a ""'- 
the confidence of the people- 

* *„«♦ + ft reorient the national healtn 
It is our intent to ^iot* ™ rura'- copulation 

system. 

, e ^hallenqino the Government to 
AID, in its ^rentprcor^ ^^ f0 - used on nut rition, 
develop a system centered in t..e .i.ag 



, le ps cons wi cut- the overall £ tlon s 

^ rxcnr^cntatTon. wn^ « ea ^ *Mfied through 

:*,tter tW «« t 15 W"i \\ Meruit «"!«« , cMl 

shown poss. tems on the tu ref onR s r.M f han 

^EKS" practices twt 9 
is required. 
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not whether ideal 

SfiSgSS&T-sSsr 

whether or not 
- b » 11 %' 1.tf« *' d ^itf ?*»'»» system 

iWpit'—" 1 ' 

p *,,n-.t.V Tor l"» ..^-nont. . _„. 



V correct tMs »«»$?«& « ?ffi&* S^C 
-»* ^ s^-S *W ^S ^S^prcVrU 9 to 
•**ir-2il2««t Process .s^n f * f «r j^ ,„ 



ance. 
'inches. 



to £ -'" oo1 < find prococt1v« H»e. 



iiso evidence that, given the low '-^ t1 , 1nml «nt, as well 
A,nhar.'.s ; -.h. the 9« .er return « ^^ , „ an<! „,, 

SU^as'rfefto """"^ ana h1sher edU " t, ° n - 

Both systems ere faced with al»st staggering problems. 
Ir no-.^Hl^teetio^hereJs: Iju^rMr^^iS:^^^^' 



. little knowledge of what to 
impart: 

. little knowledge of how to 
develop end iir.pl er.ent 
prccrams; 

. ? n ^.adequate fiscal and 
.!umen resource base; 

- no organization capable of 
developing integrated non- 
fortaal programs. 



- relevance: it does not provide 
skills or knowledge uselul for 
rural Afghanistan: 

. efficiency: U trains an- prort-'ces 
graduates at exhorbiV.nt cosuS. 

quality: teachers are porly pr spared 
to deliver useful station; 

- equity: the syste" reacts on'y a 
fraction of the nation": boys f a 
a pitifully sinalH-. .amber of gu.s, 



- management capacity: this i 
inadequate; 

- organization: there is a split 
between two uncoordinated, non- 
cooperating ministries; 

- fiscal resources: these are 
Inadequate and mi sal located. 



extremely 



Hil'SHsi'SS?" 



The Mission is prepared to test Government willingness and 
?♦ , *i reorient its priorities to primary education and 
ca i aC J y th° real needs of the rural population. There are three 
f^in our transitional strategy for primary education: 

.„,.„ Trainina A pivotal project for this new strategy 1s 
" ^afH^^eacn^r twInlSg which complements our previous 
Colvement with school construction and curriculum develop- 
mvolvemerrt wiw «. because he/she stands between 
RI dill? caring curriculum, school an' comity. This 
oVec! to F be e s5bmitted in fiscal year 1978, will help the 
Government tc train teachers so that they can be more 
^fective agents in meeting the needs of the P°e ul ^°V; 
thp oro^ect <r.ould affect the examination system, repet.vion 

commitment to relevance. 

Fynarsio-. of Access. Th« Mission plans to reshape its primary 

?n te^s of different physical configurations and alternate 

™rve to ten GoWnn^t ;omitr,cnf. to efficiency and nc.u,ty. 
- wtor Malvsls. Results of those projects in tenffi of 

S5!c?ctcI «S eqo 'y, the Kission will consider increasing 
fu lipport ?o education, tension will require substantially 
»re end tetter Goverrsent educational sector analysis. The 
Mission will support this effort, 
tf successful . and if the Govsrnircnt can effectively address 
these Issues and reorient urn national education system, we 
believe we will be able to support a sector grant ,n 1530 ...at 

? ** I^nenisrft ^WsfSXESTtl deter- 



our current project with the Kabu ^vers.ty R a c^-nter^s 
° d reeled at the development of a dJ^JjjW^ knowledge an j 
cap3Ci ;^ a?e r ?n e P lace "we'ilTconsW specific assistance to 
Sgort ot£r sector efforts. 
v mn^__^ n»ads and P opulation Growt h 

■ ' Af^nistan faces • J^^^S^'t/^lSSS^ 
reductions in mortality wil I sen °^ r ^ s P wUh0U t a population 
current ineffective P"^« hoal™ Pjoqro ^ ^ yp fn)m 

Component suggests a population or ^ . r ^ hMUh programs, 
current level of W ^J"™\ m exponent, suggests a population 
but still without a P ?" 1 *"®" Jed health program coupled with o 

The ch0 -;ce for Jf^MjUj •- ■« is; -^ .1c.. « 
whether Its population fifty >-- \ rMrmt . rA have not footed on 
SiTproo-eJIhey £ve "et. "to Vccive Us TO pU«tu,r, tor 
today. 

lt is our intent to ^on three broad fronts :^ 
population do "V. ff.;,** n •* , tion of 
*? d f£r! l VJllTvK 5?r introducing family Piling 



information and services 



. PnpjiTa tion Poi tcx. 

*w.« Bktin intends to challenge 
As a matter of P^{:^S Ih/ conlSuoncos of 
planners and policy n.kers with tn ^ ccnsult ts 

p ? pulat1cn. growth ».* »;««;^ the iapl i C at1ons of 
to the Ministry ^^Afghanistan's development 
varying growth rates .-. >««» ^ t fertility 

prospects and alternates; They interrelationships 
and mortality determinants, tneir ^ d th5 pro . 

with family P^JJlI^Sifl^ISln™ ^n, the Mission 
pensity to practice family P^ n a ^ ropri ate policy nstru- 
Sill assess with the government app ^ ^ long _ te rn, 

SSlUS^tn. area of deUnU and population 
analysis and planning. 
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j^^HMnnal framev.-ork 

^tirely supported by J^ ,™?$Ul a* training ope«- 
Foundation and AID. •)"■*? ; h * ..i n < s try of Public Health, 
tio™ should be merged with the J *JJ» in Afgha „ is tan. 
A though that position is nov. J*» c JJ ' n $ c1ear . AID 
thTtlSmg ^d method of the r. e g ;n are ^ 
will test the Government * w"}}" 9 "- 1s f the Ministry of 
Silly Planning workers under the jegwo. tQ AFGA v;ould 
SSli Health. When th« Mjca , «J'« n1cs are absorbed, 
be continiieo so tha. at the poi absorbed. AFGA 

fts eortrtt-ant to '-^^VUomtlon. education 

syl^TTcTjroTfd ng ^l 1 ^'. "grating population 
services. This will focus on ^ ^ ncn . fcrr , : , 

planning concepts ir,jpp^cwr ate organ , Mt 1oiis >u<- d ' r, 9 
curricuU; '^^'I^h^i distribution; and initiating 
pharmacies in corrreri cal dist ■ '^ ity (village .*v:-> 
discrete demonstrations in .he g^™^ w ithir. the 
/■KetH^iitina Drogran.s tnat c» uc *r 
overall service delivery progra*. 




Ml. prospects are «~-^«g»'a55SS!LllcS ir J3 S-r*—^ 

&; r4 si ,°s ^j^sxjr^uA^ with 

development issues and wining 
dor-ors in addressing tnem. 
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Our proposed AID strategy allows us to' address development 
and basic huran needs problems in a bro3d, systemic way, involves 
us in a dialogue with the Government on basic policy issues, and 
provides us with the level of aid resources necessary to infljonce 
these policies. But it also offers a hedge against Government 
inertia by carefully premising AID expenditures on their perform- 
ance and ccrsnitment. 

The strategy is not without risks. There 's a real possibility 
that by so explicitly linking AID expenditures to GOm performance 
and commitment, this strategy will lead us to confrontation with 
the Govt'.nment and subsequent frustration. Indeed, past AID 
experience v.ou'd suggest such an outcome. But, we believe the 
opportunities for achieving development gains far outweigh the 
risks. The strategy at a minimum gives assurances that the diiUgue 
with the Government will be on the right issuf.s—which has not been 
true in the past. 

While mindful of these risks, we believe the Mission has an 
exciting opportunity to play a major role in helping the 
Government cf Afghanistan address its development problems and 
help meet tl.e basic needs of its ^cspli. 




VQOOH®l£!IS2£S&l 



7,281 lOjJSS 



JL412. JO^OOO. 



«mi "ural Development - I 
0163 '^^^S-rtown 

irnlscielr^tlon Development 



^.O At g hanra W ayGul,aneeAs S oel,aon 



014 i Basle Health Services 

Basic Health Services -H 

Sector Grant 



2,21-0 
3,220 
1.801 



1,017 
G,3,U 
2,017 



1,000 



912 

5,000 
3,500 



_14S_ 

14:; y 

_5j_800. 

2. 300 
3,000 



522 li?5-'- 

372 a/ 300 

750 

150 l5 ° 

4. 700 4. 00Q. 



4,700 4,000 



6,000 

5,000 

250 
1,000 

8,000 



i.OOO 

10,000 

7,000 

950 

200 
7 50 



3,000 

5,000 

10,000 

700 

200 
500 



3,817 

10,W> 

3,873 

17,000 

3,500 
lf>, 000 

1,000 
22,000 

_4j707_ 

1,107 

3,000 

300 



6,000 3000_ 2SiSS9- 



8,000 8,000 



2.300 

11,7«0 

8,000 24,000 



Sudor Grant 



FY 
1983 



10,000 ' 78.01? 



r. mC A^mJLS^S^L^3S^^SL. »>™- J^ojo _i^_o_ J_.,- ±1 

34 

0142 Rural Primary School - 1 »'* g oQO 3,273 

0152 Hural Primary School - II A « • • 50Q b00 500 1,02:) 

0155 Development Belated Research ^ c 50Q 500 5,300 

0157 Development Support Training l.-»0J - 51 7 , 527 

Oini Technical Manpower Development 1,800 i,"o ^ 5>000 

0162 Rural Women's Student Residence - • 3 000 . 12 ,000 

0167 Primary School Teacher Training 3,000 2,000 i.uu 5(W) 

01G9 Design fcr Rural Women's Student Res. o00 t ^ 1>000 lt000 3,000 

New Project Non-Formal Education io'qoO 1Q0Q0 10)0 00 10,000 40,000 



■J^im H^oS/H98? 107201 44.95.O 30,700, 19M3Q 



SUB TOTAL 

ju .-.so Title in . . 2 ^ ^^ jy!£2 _ ^,05, 

GRAND T0TAL~ 



MhMtl/ TT^bT IstBo" 41^83 "H^oT 41,950 36,700c/221.l!» 



„/ ***. *r,o,ooo *. „-»« - »».«• <^-»" tOT ~* ■* A,D/W t,md0d C °™ ,V ° S - 

1; seek :K3r£2»£,«-— -—" "™ "■ perm,,os t0 



U S. niwoln pmpnt Assltance Prog ram for FY 1978 to FY 1982 
~~ bv_Propo sed Strategy. 



FY 
1978 



,,„,„„„ 10,699 13,099 5,212 2,201 .200 200 31,611 
CURRENT PROGRAM - IU,t ■ - — ' 



>;:oo 1,617 



3,817 



0131 Rural Dev - Phase I ^fjl '/^' gl2 10,466 

0149 Central Helmand Drainage II 3 t ZO t,^ ^ m m M67 

0139 AFGA ,..„,, ? nno ~ 2 « 800 

0144 Basic Health Services I Z.BOO 34 

0142 Rural Primary School I j»J 2 0QQ , g51 7,527 

Old Technical Manpower Development 1,800 1,776 Z.000 i,wu 

0162 Rural Women's Student Resioor.re 3,000 ^,uuu 50Q 
0169 Design for Rural Wr men's 5tiJ<Jer- .<uj 

Residence 

TyiaiT roNa prowh 12^2. a^in 20^6 10,000 4J50 jgo ZMli. 

0163 Integrated Wheat Phase - I 1.8-51 2,017 3 » 500 
Regional Rural Dev. Phase - I J» suu • j 000 
Small-scale Irrigation Technology 1,000 ^ ^ 50Q .^ 000 
KCH Training . 1c;n . rn ' 300 
Per.w>gr«phic Planning & Analysis 150 l^u 

Basic Health Services - II 3,000 4,760 4,000 11 -* 

0150 Rural Primary School II 1,278 2,000 

0155 Dev. Related Research 423 *w »"" 5 3C0 

0157 Dev. Support Training 1.300 1.204 1.876 500 500 

0167 Primary School Teacher Training 3,000 2,0'-0 1,000 3,000 3,ljl i^.uuu 

PL-480 Title III - Wheat d/ 12,000 9,0O;. 5,000 26.000 



(Cont'd) 



HOJ STRATEGY PROGRAM 



FY 
1978 


FY 
1979. 


FY 
1PM 


1981 







16,000 
5,000 


29,000 




5,000 






10,000 
1,000 


5,000 

8,000 

10,000 

1,000 



FY FY ' 
1902 1983 Total 



40,000 36,000 121,000 



4,000 


3,000 


17,000 


10,000 


5,000 


15,000 


7,000 


10,000 


22,000 


8,000 


8,000 


24,000 


10,000 


10,000 


40,000 


1,000 


_ ______ 


3,000 



Integrated Wheat - II 
Regional Devevelopment - II 
Small Scale Irrigation Dev. 
Health Sector Grant 

Education Sector Gran* UU(J ^ A >uw 

Hon Formal Education — * c/ 

GRAND T0TAL 21,561 38,230^ 41,988 41,201 44.950 36.700 224,630 



_/ Excludes $60,000 from FY-1978 and $100,000 from FY-1979 for centrally AID/W funded contraceptives. 

- is to increase the program above the FY-198Z level I.e.. $ 50.0 mil Ion. 
d/ Grain stStlizati™ program 70,000, 50,000, 30,000 MT at $170 MT. 
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ANNEX ! 



SOCIAL ANALYSIS 



I. Bas*c Human Needs 

Basic human needs in Afghanistan, measured by almost any 
internst 4 onal standard, are not being mc-t. Th*. crud' death ,ate 
is 25 per 1,000, the infant mortality rate is one of the world's 
highest 030/1,000), and life expectancy at birth is only 35 years. 
Access to clean drinking water is unknown even for residents "f 
the capital city, and periodic feed shortages in some parts of the 
country have resulted in famine. With a low average mean tercpor- 
eture, the inadequacy of clothing, shelter and fuel is apparel. 
Education has made only one in twelve literate. In Afghanistan 
the per capita average income is S180. The World Sank estimates 
that anyone with an income below SS5 is living in absolute poverty 
and is unable to meet basic needs in the market. Anywhere from 
20 to 40 percent of the population *re in this category. r he 
following charts illustrate Afghanistan's failure to meet basic 
hu:?.an needs ir, comparison with oJ-rpr countries: 
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Bangladesh 


73.7 


49.5 


28.1 


1.7 


41 


144.3 


(132) 


46 


16.7 


36 


1,840 


India 


613.2 


39.9 


15.7 


2.4 


29 


1,059.4 


139 


42 


lfi.8 


50 


2,070 


Pak'stan 


70.6 


47.4 


16.5 


3.1 


22 


146.9 


(132) 


46 


16.6 


50 


2,160 


Philippines 


44.4 


43. S 


10.5 


3.3 


21 


89.7 


(78) 


46 


;.7.0 


58 


1,940 


Thailand 


42.1 


43.4 


10.8 


3.3 


21 


■ 85.6 


(60) 


46 


16.9 


58 


2,560 


K-.rea 


33.9 


28.7 


8.8 


2.0 


35 


52.0 


(60) 


37 


20.4 


61 


2,520 


Iraq 


11.1 


48.1 


14.6 


3.4 


20 


24.4 


(99) 


47 


16.5 


53 


2,160 


Afghanistan 


14.S 


5Q.0 


25.0 


2.5 


30 


%M 


(180) 


45 


>7.9 


35 


2,250 



NOTE: Afghanistan's figures for 1977; otf.er countries for lt'75. 

(Sources -.World Population Oata Sheet, World Bank Repot t, 1*1. RepcrU) 
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T«ble 2. rrtJ»«t«K ot fovevlv Stntua Indicator* for 
ihtt Kaar E»at Bu:.-«u Counirlee. 
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II. Disparities 

Whi'e national statistics conclusively demonstrate that 
Afghanistan's basic needs am not fulfilled, these statistics 
X not reflect the large disomies in income and access to 
service" such as health and education. These disparities are 
Sest S a number of dichotomies, the nature and major features 
of which are described below. 

Rural - Urban 

While 85 percent of the staled population are classified as 
rural national services are directed to the urban population. 
For ex,mple° ad "proportionate .mount of the health expenditures 
°; f"r L b an hospitals and outpatient services (i.e. 49 percent 
of %he pllnned 1977/?8 expenditure.:}. In education, .urban primary 
e-hools outnumber rural primary schools on a per capita basis, 
rural secondary schools are virtually non-existent; and the 
university caters to the urban elite. While only one in four urban 
re llSnte 1s literate, this is fWe times greater t an the rural 
£er*ge In addition, tne price structure shows a strong bias 
towud the urban population: wheat, gasonne an d sugar are all 
subsidized, and electricity is non-existent outside or the urban 
centers. 

Ge ography 

Afghanistan is split diagonally by the Hindu Kush massif . Tne 
K.bul Ri/=r Basin end other major population centers le along the 
sinole highway system which basica'.ly. circles this mountainous 
reaion As a result, communications are extremely dmicult. It 
is only in 4 last fifteen years that all-weather roe ds have been 
-Erected linking the major cities and joining Afghanistan with 
SXbSrfng coSes! However, Afghanistan is still a country 
of SnvsT-all physically isolated settlements, few of which a*e 
^^74 the national road system, ind remains dependent or- long 
and costly land routes through neighbouring countries for all inter 
"t *nn-l! trad- Much of the population is still only loosely Inte- 
orlted v-ith tne nation as a whole, and the market economy has yet 
S'ffioSS.S'.'ISSttntl.l Proportion of the rura populace As a 
conseauesice, policies or programs initiated in Kabjl nave cniy a 
limited impact >n much of the rural sector. 

Ethni city 



exaniDles of these disadvantaged are the Kirgiz of the Wakhan, the 
Sazaraf of the central mountains, who also have the added disadvantage 
2f being of the minority Shia sect of Islam in a predominately Sunm 
country! and the Aymaqs of central western Afghanistan. 

The Pashtuns, on the ether hand, are located mostly in the lower 
altitudes and along the borders to the east and south, and are Sunn; 
ffiltaPMh'u areas are the source of both past and current pol--t«cal 
:Swer%nd thus many services and programs are concentrated in these 
« The three major international regional development projects 
(F*»nd, Paktia, and Nangarhar), for sample, are in Pashtu areas. 

The nomads, accounting for about 10 percent of the total popula- 
tion are basically transhumant sheep and goat herders, and are 
U Ssted frci "the advantages of national life by their migracionsto 
and'from the less accessible areas of the country and the herders 



life-£tyle. 

Men and Women 



The traditional values and orientations, based on interpretations 
of is am, limit women's participation « the Skater society £e 
pattern of sex segregation outside the home results in limited v>e or 
the MlP-ooeretad health services and the school system. fn» educa.^ 
system is perhaps tne best exi^le of such sex discrimination, only 
\t 5 Percent cf primary school enrollment are girls, 82 percent of 
154 are in tS first 3 grades. Urban females, however, _..«/€ greater 
access to SdacItU than rural feral* - due both to «no«nr.1ng 
influences in urban arees and to the greater number of edujjuuwl 
faci^ties available. For example, 32 percent of the tot* female 
primarJsr.hcolenrolln-.c-nt and 61^percent of the total few'.e second- 
ary school enrollment is in Kabul. 



Land Tenure 



Although land quality and productive potential vary really 
throughout the country, the fundamental disparity in rural ir-ome 
is ref X=ted in land tenure system, all things being equal, those 
with land far- much better than those without. Moreover, .and m 
the rural areas forms the basis for political power and is necessary 
for ir- fining culturally prized independence. 

AlthouGh there are indications that the best land (i.e., w-11- 
irricated land) is more equally distributed among the land-owning 
oil nut onwide land tenure is skeweo, with some 20 percent of ,e 
owners holdina as much as 75 percent of the land. This does act .= 
in?o cons Oration the varying quality of the land, but H does no 
the magnitude of the problem in rational terms. Moreover, outsioe o 
tS tinted wheat areas, where n«rly every family owns some Una. 



erid- 
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anywhere from 20 to 40 percent of the population may be without access 
to land whatsoever, i.e., they are agricultural laborers. 

The traditional land tenure systems need not in themselves be 
«Jor™ Seles ?o agricultural improvement, /ttitudinal surveys have 
demonstrated that in several locations all categcr-.es of f.reers are 
receptive to new ideas and will respond to appropriate incentives . The 
landlords take an active interest in their land and may act js 
entrepreneurs in risky undertakings. There is at ^t i.i *«"* 
regions, a tradition of communal responsibility which causes tanners 
*o etrnlov more casual labor than they need in peak periods, .ha 
traditional social structure, however, does present difficulties when 
attempts are mace to introduce new forms of organization (e.g. , 
cooperatives, water users' .associations, credit groups) or wh ? n 
technological rationalization is attempted (e.g., more equ.t^li wate. 
distribution). Any innovation that threatens the existing power 
slruclSre ?s likely to be opposed. As a consequence J. JJ™venen--s 0T 
productivity through Government, programs, without changes ™ /P^ 
Sower structure, will tend to lead to unequal distnouxion of benefit, 
aTd thusa worsting of the distribution of incor.a within the commumxy. 

Pry Iz'm'i vs. Irrigated Land 

Since most areas of the country require irrigation to Khje-J 
adequate vields, th» aviiWi'ty and depenoabi 1 ! ty of the water supp.y 
?s as important as access to led in terms of productivity aoc levels 
of Income 'Differences ir '.Mter distribution systems vary vrcsi reg or. 
to re on! aSd YveTwfthin regions. Major irrigation systerns similar 
to thes* of the Kelmand and Nar^arhar, are the most efficient since 
they are Sot affected by yearly' washouts or late season water shortages, 
Jroblems wMch affect most or the smaller nver irrigation systems 
?™ r snH Kare , systems aro least efficient because of their limitec 
caoacities and The vaotr es of the water table. Systems which provide 
adeq t sup lies of water throughout the year allow dou le-croppi no, 
and this, of course, greatly expands the income potential. 

Rainfed wheat farming is vocally dependent upon the sp ring rains 
for their yields. With sufficient rains, yields can ofte. match or 
surpass some rr gated fields, but years of s^«cfent rains are rare 

and one* every three years a farmer can expect a crop failure due to 
dJouSt" Hectare for hectare, then, the dry land farmer is wrse f 
tS! 5; confrere on irrigated land, though the farmer normally has 
Urger noldinS7isVore 19 ofte, a landowner, and supplements his income 
with off -farm labor and herding. 



r»h vs. SubSl ■*""•» Agriculture 

rural areas are well into t£MOT crop ^ ^ ^ th , re 

there are resole area? with pre.arious^ v.at-r supp. * h ding 

Sadakhshan, Zabol, Badghis, etc.;. 
Conclusion 

Afghanistan, in General is not ^"J^^^n 
of its population. JJ^J'ill^^eJlnd^Sices currently 
the distribution of the scarce ™^f ce ^ ™° ibl and politically 
available. Per the * most part, rur , ^«««»^^ or1t ; f females, 
K T l^S" «5W^^ler share of the development 
pit. 

ill. Taj^t_Proi& 

i • ,..„,„ r tt aitprn^tive criteria for identify- 
The previous analysis sugg sts aUe.nat ]^J one $1ble 

•rg a target group. Those who i <ve o .to. e .|* : smallholders 

definition. They can be dlvld *J ™£ *? U ^^c it is assumed this 
^re-faws. share-laborers and «sua ]™g%£ not distinguish between 
categorization derines a W^^^^r does it suggest a 

The analysis also suggested the «rfet j- and severity^ clwce 
and topography > Afghanistan !^f ^^UJ and therefore of ., 
rri-nary determinants of agncu 1 unre . pro* u. ' one could classify 
income levels in rural areas : JJ^tS^irtlKly irrigated and rainfed; 
the agricultural ■^S^l^SiaK generalizations about individ- 
ual ^1^^ ~ the chart on pase u ' - 

TM r.-evio-is analysis suggests > still .other approaches ujed^ 
re S iv>.:al, personal or economic characteristcs, but w a ^ 

collude 'there is no easy quantita ve de jJ^JJ^ to P progra;; 
importance of knc-.ing, °* cou.se , .> ^ B but rather 

deve-.os.rent. A target g roup .not a t^uth to defin ition. 

a concept to be defined. ^l^vSbtm the more disadvantaged 
Th is definition requires ^to^t..* ^ ^ ^ ^ dlv§mty 



and th'!S 



and heterogeneity of Afghanistan, it is a problem to identify these 
pcorer areas. The World Bank gives us a lead, however, when they 
observe that "the average of land/villager is a rather good index cf 
the average living standard, since land represents a pool of potential 
Income which is available for distribution." 

The chart on page 15 provides a tentative identification. For 
example, the West Central Region of the country, the Hazarajat, ranks 
relatively low in its land to population ratios, as does the Southern 
region of Paktia, Ghazni, and Zabul Provinces. An even better indication 
ol" the wealth of an area, however, is the amount of hectares devoted to 
tho culti/aticn of high-yielding varieties (HYV). This is provided on 
paiie 16. The West Central and Southern Regions again rank lowest. 
Tii-is chart also explains the apparent anomalies that appear in the 
earlier chart. For example, although the Northern Region has a yery 
hi.:h land to population figure, particularly for irrigated land, tne low 
use of improved seed and fertilizer (complete statistics not available) 
indicates" that the ares is primarily characterized by semi-irrigated 
lands, with insufficient water supplies to cultivate HYV. Other sources 
indicate that perhaps half of this irrigated land remains fal sow each 
year due to the water constraint. 

Statistics on the use of improved seed also explain the wca'.th of 
areas which have low land to population ratios. The East Cent '-••*! Region, 
for e-c^pls, has the lowest land to population ratio, but according L-:> the 
data on HYV use it ''= one of t^e largest cultivators or* -^. c hlon-profit 
sred; in addition, with fairly depenoable water supplies, these farmers 
er«s doing a good deal cf double- cropping. An average f ?.»... f ?:.-.-; ly can stay 
well above subsistence on an hectare holding of well-irri'j?te'J, double- 
croppea land, which is the case in the Eastern Central Regior. 

iiiven this tentative identification of pcorer and mere dis£dvarit?ged 
provinces or regions which for the most part are not participating in tha 
market economy, the Mission will focus only on those areas where our 
efforts will directly benefit the poor and where we will net be In 
competition with other major donors. Thus, we will not wor-.t in Nlmroz 
because the area is dominated by a very small number of Ea'-cch Khans 
who cv.n r.sarly all the land, and we will not work in Paktia or riangarhar 
Provinces, which are currently the scenes of German ana Russian develop- 
ment programs, respectively. In addition, because of the political 
sensitivity, we will not work in the Uuristan area (Layhman/Nangarhar). 

The area remaining, then, after we have excluded the w<-9lthy area: 
and these cited above, comprise a somewhat concentrated group of 
provinces inhabited by the poorer people of Afghanistan. This c-nsists 
of parts of the following regions: The Hazarajat (Bamian, Oruzgai., Ghor), 
the Northern Recion (Samancan, Balkh, Jawzjan, Faryab), the v.'este'n 
Region (Ferah, Badghis), the Northeast (Takhar, Badakhsha".), and tr.a 
Southern (Ghazni, Zabul). (See the map at page 18). 



Subsistence Farm Size: Ave Family of 6 





Owner Operator 
(1005) 


Share-cropped 
(50%) 


Share-labor 
(20?) 


Drv-Land Wheat 


21.1 hectares 


42.2 


105.5 


Irriaated Khait - non-HYV 


4.8 


3.6 


29.0 


Irriqated V.'hfKt - HYV 


2.8 


5.6 


14.0 


Irrigated - double - cropped 
wheat, cotton and other 
crops w/adequated and 
improved conditions 


1.0 


2.0 


5.0 



This chart indicates the relationship between income and land qualify. The 
tetter the duality of the land, tne -.ore income, and thus the less land 
actually required to maintain a f*.ai;y of six above subistence. In addition, 
the chart illustrates how different tenures -en affect income (e.g., no 
matter what ouallty of land, the T.rmer will n»ed twice as much if he .s a 
share-cropper rather than an owner-operator — since he must give h the crop 
to the landlord. Conditions worsen by a factor of 5 if the farmer is a 
laborer rather than an owner-operetor since he receives only 1/5 of the 
crop yie1d}. : 









- 15 - 














Chart: 

(OOO's) 
Hectares 


Population to Lan 


i Patios 


Total 










Overall 






Ratio 


Hectares 


Ratio 


Hectares 


ratio 


. (OOO's) * 
-,nnce Population 


dry 


•dry land 


Irriq. 


[rrig. 


arable 


land to 


land 


to pop. 


land 


to pop. 


land 


Peculation 


•■^Central 


1505 


5.0 


.003 


44.4 


.03 


49.4 


.03 




1177 


6.9 


.005 


58.0 


.05 


64.9 


.06 


'dak 


381 
321 


0.9 


.002 


22.4 


.06 


23.3 


.06 


8.6 


.027 


21.2 


.07 


29.8 


.09 


Totals 


338-'. 


21.4 


.006 


146.0 


.04 


167.4 


.05 


/L'^ern 


1032 


24.9 


024 


96.8 


.09 


121.7 


.12 


jzm 


929 
301 


15.7 


.017 


44.1 


.05 


59.8 


.06 


• tia 
~ol 


S.l 


.030 


51.6 


.17 


60.7 


.20 


Totals 


2262 


49.7 


0*2 


192.5 


.09 


242.2 


.11 


stern 
-garhar 


1177 
279 
14C6 


10.6 
0.7 


.009 
.003 


88.2 
33.2 


.07 
.12 


98.8 
33.9 


.03 
.12 


Totals 


11.3 


.003 


121.4 


.08 


132.7 


.09 


-th .West 


473 


42.9 


.090 


16S.5 


.35 


211.4 


<L 






:khar 
dakhshan 


479 
A?" 


149.1 
60.8 


.311 
. 1 *■•'< 


49.1 
51.7 


.10 
.12 


198.2 
il2:ii" 


.41 
.26 


T-7S 


74. 'fs 


.129 


68.6 


.12 


1*3.4 


.25 


ToUls 


1970 


327.6 


.165 


337.9 


.17 


665.5 


.34 


i'therr: 


v"!3 


72.9 


.237 


36.1 


.12 


109.0 


, K 






:<ngan 


bOF 
413 
433 
1669 


96.4 


.is: 


101.7 


.20 


193.1 


.39 


!*Vi L, 


49.9 


.119 


151.0 


.36 


?00.9 


.AS 


•20 an 
• kh 

Trials 


44~.*3 
263.5 


.101 
.158 


181.6 
470.4 


.41 
.28 


225.9 
733.9 


.52 
.44 


stern 
-ah 

lights 

Touls 


372 


11.3 


.030 


102.0 


.27 


113.2 


.30 


751 
355 
147 


168.5 

60.3 

2.0.1 


.224 

.159 
.162 


136.3 
26.5 
264.3 


.13 
.07 
.18 


304.8 

86.8 

504 ."9 


!24 
.24 


t Jth West 


257. 


0.1 


.000 


119.2 


.40 


119.3 


.4 r : 


:'ir.and 

-.dahar 

~rcz 

Totals 




822 

105 


19.7 ** 
0.02 


.024 
.000 


103.9 
49.6 


.13 

.47 


123.6 
49.6 


.'17 


1222 


19.8 


.01: 


272.7 


.22 


292.5 


.24 


st Central 


340 


3.4 


010 


20.1 


.06 


23.5 


.07 


~yan 


.25 


'uzcan 
• or 


.172 
.^3 


2.2 

48.1 


'.hi 
.i:-s 


114.5 
56.9 


.24 
.16 


116.7 
105-0 


Tr,* 5 1f 


nm 


c .^7 


.0'.5 


191.5 


.17 


dH'J.c 


"-- 



Chart 








Area Planted i 


frith Improved Wheat Seed 


Hectares 
Under HYV 




Region 


Total Irrigated 
(000s) 


Percent to Hvv 


East Centra"! 


146.0 


12.8 


.8.76 


Southern 


192.5 


2.5 


1.29 


Fcstern 
Northrdst 


121.4 


4.5 


3.71 


337.9 


11.9 


3.52 


Northern 


470.4 


10.5 


2.23 


Western 


264.8 


14.2 


5.36 


Southwest 2/ 


272.7 


71.7 


2.63 


West Central 


191.5 


3.2 


1.67 



1. A good deal of land is also planted to cotton and sug?r beets. 

2. Most cf this production of HYV is ir. the Kelnand; sir.-;ii.rl>, there is 
a large amount of cotton and corn production there f.s v.*el 1 . 



Explanatory Notes to All Charts 



1. Ideally, the population figures used would be for only those 
gaining a portion of their livelihood from the land. Unfortunately, 
these figures are not available. 

2. Dry land hectarage is somewhat misleading, since only ore-third 
is ever under cultivation in one year. Similarly, in many or the 
irrigated areas water shortages necessitate fallowing of at least 
half of the potentially irrigable land. 

3. Comparing the gross regional ratios of land to population, 
several figures stand out. The East Central area is the lowest, 
mainly because of so little land in Kabul; but even if Kabul were 
removed from the figures, the cast Central Region is still lowest. 
Much of the low income derived from farm work, however, is supple- 
mented by off- farm labor in and around Kabul. But probably most 
important is that this is the vegetable and grape growing region, 
where tr.e averace size holding ntcd vot be large to gain a modest 
income. Similarly, the Baghlan figurt is low and thus somewhat 
misleading because of the production of sugar bset and cotton in a 
very concentrated part cv V-.i province - thise sre strictly cash 
farmers, growing very little wh-at. Thus, despite the small 
holdings of irrigated land ; -nromes are rather high. 

4. The statistics as noted ffw.he no distinction between the quality 
of irrigation in different parts of the country. Thus, the northern 
region, where water sunplies are very precarious, looks rather good 
in its land/population' ratios. One-half of this land, however, is 
fallow every year and little of it is devoted to HYV. 

5. The rich southwest, Helwa.-d, is somewhat low on the overall 
ratio, but is rather high or. the irrigated land to population ratio, 
primarily because there is so iictle rainfed wheat land in this 
region. This figure would be even higher if it were not f«r the 
poorly irrigated areas of Kandahar province. 
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ANNEX c 
ECONOMIC AiiALYSlS 



I. Afghanistan's Growth Strategy 

The size and structure of the economy of Afghanistan requires 
that any arowth strategy rely heavily on international trade. 
Current low levels of income severely limit the domestic market 
even for simple manufactured goods. Moreover, sizable surpluses 
in aaricuUural production in a farm economy can only be absorbed 
through export. Current low levels o." income severely limit the 
iomestic market even for simple manufactured goods. 

The strategy of the GOA recognizes the necessity of basing its 
development on trade, but focuses on heavy industry along the lines 
o' s Soviet model. This strategy is clear from the Seven Year 
Plan. Industry, mines and energy account for sixty percent of the 
total ^location although these categories account for less than 
ten pervtnt of GKP and three percent of eir.plcyiT.ent. Agriculture 
and irrigation receive enly twenty-five percent of the overall 
allocation but account for sixty percert of GNP and over seventy 
percent of employment. 

This stratecy does not build on .sfghani Stan's comparative 
advartage. Markets for industrial production are doubtful 
Nei^-.to - . ing countries have .economies that are further ddvv-.cd 
industrially and are reluctan: to open their markets to foreign 
Cwmpetition. There are technical difficulties with ma jo* 1 invest- 
ment schemes which raise serious question as to their economic 
feasibility. Past investments have not been profitable, tfc?* 
important, there is neither the management capability nor skilled 
and visciplined work force necessary to make even a med" , "u.«i sized 
enterprise efficient. 

In contrast, Afghanistan is uniquely well placed by it* 
geography and climate to supply agricultural products to ti ;e rabidly 
growing markets in Iran and the Kiddle East. Afghanistan's 
current foreign trade pattern and its rate of expansion is h!gUy 
sucgeniva of a comparative advantage in agriculture. More than 
three -ruarters of Afghanistan's export earnings are in agriculture. 
All major export items, with the exception of natural gas, are 
based on agriculture. See Table No. 1. 



TABLE I 

VALUE OF EXPORTS OF PRINCIPAL 

COMMODITY 1972/73 - 1975/77 

($U.S. million fob) 





1972/3 


1973/4 


1974/5 


1975/6 


1976/7 


Dried ftults and Nuts 


30.5 


44.6 


58.2 


54.7 


74.4 


Fresh Fr.jits 


10.7 


21.6 


31.5 


20.1 


27.0 


Ginned Cotton 


11.1 


7.2 


34.7 


35.3 


68.1 


Karakul 


16.1 


17.0 


12.7 


10.4 


22.5 


Carpets at.d Rugs 


10.8 


14.5 


19.9 


16.1 


24.1 


Ikuur&l Gas 


17.1 


18.0 


32.1 


46.3 


36. i 


Others ( 2 ) 


?8.2 


35.2 


41.5 


52.6 


JJA. 


TOTAL 


124.5 


159.1 


230.6 


235.5 


310.0 



(1) Provisional 

(2) Most of which are agricultural 

Also significant is the rate of growth in the volume of 
agricultural exports over the past five years. The rate of 
expansion for the five major agricultural related exports he... 
exceeded ten percent per annum. Cotton has shown the greatest 
Increase, but fresh fruit exports have had part cularly rapid 
growth. Most of these increases are attributable to expansion 
of areas planted rather than through gains in yields. The 
potential for a much greater efficiency in production exists. 
This wou'd further enhance agricultural competitiveness. 
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Mo-eover, the expansion of exports has -recurred with 
Afghanistan's traditional trading partners; the large and increas- 
ing Kiddle East market for agriculture^ output has barely been 
taooed. Less than three percent of Afghanistan's recorder 
exports were shipped to Iran in 1974/75, the latest year for 
which data are available. 

The implications for a growth strategy areunmistakabl*. 
Afghanistan's comparative advantage lies in agricultural pro- 
duction and processing, not in heavy industry. The demand 
prospects for agricultural exports are good. World Bank estimates 
indicate that the export value of vegetables, lives tock, cotton 
and fruit and nuts could expand by fifteen percent per annum over 
the medium term. 

A major advantage of agricultural based growth is that it 
directly impacts on the rural poor. It will directly produce 
increased employment and Incomes 1n the market where the vast 
majority will continue to meet their most basic needs. It also 
is likely to have a significant incons multiplier effect. 

An aqri cultural strategy dors nor mean that industrial 
projects should not be undertake- but they should be loo ed at 
verv carefully. There are sws possibilities for import >ub- 
"titution, particularly in textiles. Increased cement production 
is also warranted. A good potential exists for %n agricu ltur>. 
processing industry which '.-.Id comp ement expanded agricuU . ;1 
production. A light consumer gc-ods industry to meet the demands 
from the increased incomes cf ?:> .-i cultural families also would 
seem to be a possibility in the future. The main thrust, however, 
must remain in agriculture for the medium term. 



II. Resource "obil izati on 

* »A ,na ^ or C0RStra1nt t0 further economic and social progress 
in Afghanistan is the low level of resource mobilization for 
development. Current public and private net investment levels 

Ef LiL™L** C ^, ten pe r cent cf CfJP - At «V reasonable capital 
output ratio, this will sustain an income growth rate only 
slightly aoove the /-ate of population growth. The purpose of 
this section is to analyze Government mobilization efforts and 
determine where such efforts can be expanded. Thre? types of 
resource mobilization will be discussed; fiscal efforts on the 

H ? f , Governr '«nt, private investmer.v, and community based 
selr-help activities. 

„ Government R g venue Efforts. Afghanistan's tax effort is 
extremely limited even by developing country standards. Taxes 
aaawt to only seven percent of GNP. This is less than half 
the rate of taxation for a sample of 47 developing countries. 

Notwithstanding this lew level, tax receipts *i*v« 
?S-')^ d H an £vsra Se of twenty-two percent between 1972/73 - 
IJ 7o/ V.-^ In f 0!re taxes have increase threefold as larger r.^crs 
of mciyiduals and businesses have begun paying taxes. Taxes on 
international trade more than doubled due to an increase *-» im- 
port r.axes and a selective exnort tax to absorb windfall • r*-*its, 
and trough rapid growth in interna Mcr.al trade. Non-tax " 
revenues virtually doubled, profits freir, natural aas sa::; to 
the Soviet Union providing two-thirds of the increase. See 
Tabic 2. 



Table 2 
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CENTRAL GOVERNMENT REVENUE, 1972/73-1977/78 
(millions of Afghanis) 



1972/73 1973/74 1974/75 



5,688 

3,196 

484 

254 

230 

78 
78 



196 

~T9 

49 

29 

102 



Current revenue 

Tax revenue 

Tax on net income & profits : 

Corporate and income taxes 

Individual income taxes 

- Taxes en Proi^rtv ; 

Keal estate (land) tax 
Livestock tax 

T'.xes t n Goods end Service : 
General sales tax ' 

Selective excises 
Licenses 2/ 

Other taxes en Goods and 
services 

Taxes on Interne tional Trade 2,281 

and Transaction!" : " 

import ijties 3/ 1 , 958 

Export duties 3/ 250 

Selective export tax 4/ 1'" 

Exc'mnge profits 5/ 42 

Other 21 

Other taxe s 6/ 157 

Non-tax revenue : 2,492 

Property inccr.e: l73eT 

From public enterprises (928) 

Sales of natural gas (727) 

(gross) 

Other 
Administrative fee, charges, 
etc. 
Other 

Capital revenue 62 

Total revenue 5,750 



Revised 3/ 
,«,*,,* Estimates Budoet 
1975/76 1976/7 7 1977^ 



(206) 
337 

294 



6,562 

4,056 

730 

367" 

363 

83 
15 



253 

~5T 

59 

37 

106 



9,525 

6,585 

907 

447 

460 

95 

9T 



262 
63 
68 
79 
52 



11,169 
6,709 
1,065 
~4S4 
571 

97 
97 



289 

139 

62 



h£.± 5,113 5,292 



2,494 

216 

1 

70 

30 

176 

2JS06 
1,694 
(735) 
(690). 

(269) 
363 

449 

71 

6,637 



3,868 
320 
893 

32 

208 

2,940 
I79I6 
, (447) 
(1,175) 

(294) 
403 

621 

144 
9,669 



4,161 

656 

US 

i£ 

4,460 
3,452 
, (523) 
(2.375) 

(554) 
599 

409 

129 

11,299 



12,686 
7,934 
1,529 
""862 
667 

151 
TBT 



76k 
T2T 



95 
462 



13,894 
8,629 
1,857 
1,102 
785 

500 
500 



450 
14T 



114 
110 



L'iH 5,770 

4,343 
373 

653 

103 
20 



1*752 

3,527 

(250) 



5 ,255 

5.051 

i— , (814) 

v2,347) (2,164) 

I 930) (1,073) 
833 737 

392 477 

124 18S 

12,gi0 14.:,S2 



Source: Ministry of Finance and Da Afghanistan Bank 



Footnotes : 

17 ten Months? eStimateS for 1976/77 are hased on Provisional actuals for 

2/ Include motor vehicle registration fees. 

3/ Includes revenue from fixed import t-nd export taxes. 

4/ Data from Research Department, Da Afghanistan Bank. This iter, reoresents 
revenue, from selective taxes on cotton, oilseeds, raisins, and walnut! 

17 S a n„Snl ,n ! t eS D ba l! ed $n dat^rovided by the Research Department, 
SrlSM S ? n Ba I * Thl ? 1ten re P rese "ts profits from government 
foreign exchange transactions with Da Afghanistan Bank. 

6/ Includes stamp taxes. 

V ^i 9 +hl ? L?H- 9et ..r 0mbine ? ? xchanoe P r o f its and selective export taxes 
unoer the heading "Coiroiercial transitions". The latter have b«*»n d-- 
2!S°?n -J?J°4 he ?-° f0rrne r ^wnents in the sarr.e proportions"^ they 
TZ%1, t9 '- 6//7 * Sln J« «change subsidy exceeds the resulting emhanae 
profits ana v.e present these dat? -n a net basis, there is no entry " 
here for exchange profits. 



The reasons for United tax performance are twcfnid. First, 
tax adninistration is weak in Afghanistan and tax assessments are 
subject to personal interpretation of tax collectors. This has 
led to widespread tax avoidarce. 

Second, the rtructure cf the economy is not conducive to 
easy or equitable taxation. Probably one-quarter of GNP is sub- 
sistence income, unmonetized and untaxable. Ten to fifteen 
percent of the 'upuhtion is nomadic and virtually untaxable. 
Foreian trade, typically the easiest and most important source 
of taxation, is small. In addition, smuggling is a time honored 
activity in Afghanistan. Att^pts to increase taxes en inter- 
nationally traded items increace the incentive to smuggle. 
Modern industry and mining, thr> i»re easily taxable domestic 
sectors, account for only tlir?.- percent cf GNP. Moreover, modern 
accounting practices do not exist in Afghanistan even among large- 
scale Government enterprises. Th«s makes sales, value added or 
business income taxes difficult to utilize. More than fifty per- 
cent of income and seventy percent of employment in Afghanistan 
derives from agriculture or rural handicrafts, typically the most 
difficult areas to tax. 

lie source of actual tax revenue in Afghanistan bears out 
the above discussion. While foreign trade is limited, taxes on 
it accouitz for three-quarters of tax revenues, This is mere 
lhan twice the percentage for ether developing countries. Incoir:-i 
taxes account for only sixteen percent cf tax revenues. Taxes on 
production and internal transactions yield only four percent of 
total t?xes compared to thirty percent in other developing 
countries. 

Non-tax revenues accounted for twenty percent of total 
revenues. There were predominantly natural gas sales to the 
Soviet Union. The income earned from other public enterprises, 
though they comprise almost all major industrial establishments, 
is very low and is falling. 

The prospects for a ra»>id increase in tax revenues relative 
to GNH are not good. Imports are already heavily taxed. While 
imports are expected to increase rapidly, much of tms will be 
in capital goods, which are subject tc lower tax rates. Exports 
w-m be rainly agricultural with limited potential for revenue 
generation, income growth will be in agriculture, the most diffi- 
cult sector to tax; thus, income tax elasticity is likely to be 
la; The Seven Year Plan projects major improvements in revenues 



from public enterprises. This is probably unrealistic given the 
consistently poor performance of public enterprises in 
Afghanistan. Moreover, earnings frcrr. natural gas are likely to 
become less important as a result of a recent conservation 
policy. 

Taxes on petroleum products represent one potential area 
for revenue increases. If the selling price of gasoline and 
diesel oil were to double, as proposed by the World Bank, it is 
estimated that the resulting revenues could increase total taxes 
by fifteen to twenty percent. 

Another way to increase resources to the Government is to 
r?c'uce existing subsidies. The largest of these are for sugar 
i.-ici for civil servants wheat. While a reduction in the sub- 
sidies to civil servants would probably be matched by increased 
direct wage payrrents, the sugar subsidy does represent an 
important potential for easing financial constraints. 

Charging fees for Government services is another way tc 
raise revenues. Very little has beer, done in this area in ths 
past.. The Government is considering such an approach in the 
health sector. 

Overall, the outlook for significant expansion of Geva**- 
rent revenues in the short run is not good. The Seven Year Plan 
projects revenue increases at a rate of ten percent per ann-^. 
Given the unrealistic projection fur income from Government 
enterprises, actual revenue growth is likely to be substantially 
lesr. 

Self-Help Activities. Perhaps the greatest prospect for 
increasing the capacity of Government to provide needed public 
services is to encourage self-help measures. The rural sec' or, 
so difficult to tax directly, could pay in direct labor or Cash 
contributions for local projects. The advantages are: (1) tra 
beneficiary pays for what he gets; (2) there is less leakage 
than going through inefficient central government processes; and 
(3) tnere is greater likelihood that maintenance at the local 
level will occur. One difficulty is enticing a population, 
accust^n-ed to waiting for Government services, to contribute 
even a portion of the requirements. Another difficulty is 
enticing the Government to insist on self-help contributions. 

Private Enterprise. Non-agricultural private enterprise is 
extremely important in the Afghan economy, perhaps contributing 



forty r-rcent to GUP. The majority of thes* are snall-jcale 
and handicraft or service oriented. This sector has not been 
dynamic. 

The potential for significantly increased Investment in 
thP novate sector is great. There are strong indications that 
fr vate savi gs have blen considerable over ^e past several 
SSrsandth^sehave not been utilized. The most significant 
consl4"nt is uncertainty of Government intentions ;cwa rd p, - 
vatlen^rprise. The Seven Year Plan gives scant attention to 
Ihe private sector and the new constitution does Irttleto 
encourage private investment. This has resulted in a "wait 
and see" attitude among potential entrepreneurs. 

Several recent developments give reason for S^rded 
oDtimism. The revision of the Foreign Domestic Private Invest 
St Law (FDPIL) provides incentives for the private sector, 
deluding core cenerous tax ho'idays, duty exemptions on impott 

Eb teas s^r«r^5- 

reduced'and collateral requi remits have b*en significantly 
eased. 

fth-r constraints to invescment in the private sector have 
been SSresSS! These inrV.Je the removal of all taxes on 
inrfu^riPl licenses, pendinc aproval of a mortgage law, and 

Spared SS HSuring the previous two and one-half years. 

Ve 'onclude that while there are significant opportunities 
for -tirulat no increased private investirent, the pjtentia. for 
£[nS addit onal governs**: resources fir development is 

^vltftnve^nt1na r selfll-,lp ^asures require change ,n 
Government policies. 
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III. Allocation of Government Expenditures- 

Government expenditures are small in relation to GNP, 
althouo.i they have been increasing in recent years. In 1972/73 
total expenditures on both the ordinary and development budget 
amounted to 10.3 percent of «NP; by 1S76/77 this proportion had 
risen to 18.3 percent. During this sare period, the proportion 
o. the budget al located for development projects increased from 
44 percent to Ei percent. S** Table 3. 

Within this budget there dre serious allocation problems. 
Programs addressing basic human needs receive low priority. 
Agricultural programs were allocated less than two percent of 

?S?7^o 1Ra v£ b i! d9et f nd 20 percent uf the development budaet in 
1977/78. The Seven Year Plan cllecates 25 percent of the' 
development budget to agricultural programs, yet agriculture 
contributes 60 percent of G.\'P and 70 percent of employment. 

Allocations for social services are also low. Health 
accounted for 3.7 percent of the 1977/78 budget and during the 
course or the Seven Year Plan this is projected to drop to 3.1 
r-cr.-ep*. Health accounted for an even smaller portion of the 
devilop-nent budget. It was allocated less than three percent 
oi che total in 1977/78 and is expected to averace only 1.2 
uercent zvzr the clanned period. 

# m Even more disturbing than the low budget levels for health 
;s its internal allocation. UrDan hospitals receive a dis- 
proportionate 49 percent share of the budcet. During a recent 
sxerciso to reduce the health budget the Ministry of Finance 
actua.ly increased the hospital budget. 

If rural populations are to receive minimum health 
services, programs addressing their problems must receive sioni- 
.icant'.y greater resources. This will require larcer budcet" 
allocations as well as a shift of priorities within the health 
.-er-tor. Continued emphasis on providing urban health services 
precludes the possibility of an equitable health system. 

Education receives a greater pronortion of the budget than 
ooes health but it is still seriously inadequate. The 
proportion of Gf.'P devoted to education is less than two percent. 
This ranks Afghanistan in the lower quartile of developing 
countries. The proportion of the 1977/78 ordinary budget going 
to -ducat: en is 19 percent and this is projected to remain 



DISTRIBUTION OF CENTRAL GOVERNMENT EXPENDITURES 
1972/73-1977/78 
(millions of Afghanis) 







1972/73 


1973/74 


1974/75 


1975/76 


1976/77 


Budget 
1977/78 


TOTAL ORDINARY 




4923 


Ml 


5663 


8354 


9587 


9790 


A. Overhead Expenditure 
G?n. Admin, and 
Public Order 
Defense 
Public Debt (interest) 


2910 
"79T 

1460 
659 


3x04 
"830 

1545 
679 


3245 
887 

1608 
750 


3762 
1100 

2114 
548 


4072 
1274 

2184 
614 


4907 
1486 

2731 

690 


B. Social Services 
Education 
Health 
Other 




1230 
968 
186 
76 


1412 
10S3 
1S2 
137 


1429 
1120 
204 
105 


1569 
1243 
268 

58 


1953 

1550 

3< 1 2 

61 


2430 
1850 
373 
207 


C. Identified Subsidies 
Foreijn Exchange 
Government Mor.opoli: 
Wrnat for civil ser> 


, r ants 


- 


1 


1 


1306 
32? 
778 
200 1/ 


M9 
367 
82 
200 1/ 


689 
397 
42 
250 1/ 


D. Pensions, Eccnc-mic 
Services and Other 
Transfer to Pension Dept. 
Economic Services .Other 




? 
? 




1717 

300 1/ 
14)/ 


2913 

300 1/ 
2613 2/ 


1741 

300 1/ 
1441 


C » P 




783 


903 


989 


3023 


3552 


1:453 


TOTAL DEVELOPMENT 




4326 


3672 


4648 


6055 


11500 


2C233 


GRAND TOTAL 




9249 


90S1 


10311 


14419 


21087 


29626 



1/ Budget data 

2/ Includes 620 budgeted for salary increased plus a large sum for purchase 
of hanks. 



Source: Ministry of Finance. 
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constant during the course of the Seven Year Plan. Only thr=e 
percent of the 1977/73 development budgst is allocated to educa- 
tion, and this percentage is expected to average only 1.7 
percent over the course of the Sever, /ear Plan. Given tlie 
current high level of population growth and the potential for 
even ruch higher rates in the future, end given the small percent- 
age of the school-age population presently enrolled, these 
allocations are clearly insufficient to have a major impact. 

hi in health, the relative priorities within Ir.e education 
sector appear to be unnecessarily skewed against the rural 
majori'y of the population. In the past five yeirs 37 percent 
of education's ordinary budget and 42 percent of its development 
budget have been spent on primary education; there are two 
million primary school-age children. These figures were 16 i.er- 
cent and 39 percent respectively for higher education; there ars 
ten thousand university enroll eas. Unless greater attention is 
given to education in general, and primary education in particular, 
Afghanistan will continue to have a majority of its population 
illiterate and untouched by tiv? modernizing influences of forir,al 
schooling. 

Th» Government's allocation of its expenditure is cased or: a 
development model which is i-r-ten oriented and industriel based. 
To meet the needs of Afghanistan's population will require a 
fundamental restructuring of S:vernmer,tc.l priorities. The basic 
income, health and education needs of the population should u<z 
attacked directly. Thus, a greater portion of Governmental 
resources within those sectors fundir.c must be directed to basic 
needs. That implies the structuring cf delivery systems to impact 
the rural agrarian pcpu'i^iun. 



.' IV. Foreign Exchange Situation 

As of Jan««iry 1978, the level of Afghanistan's foreign ex- 
change stood at approximately $365 mill:™, equal to 10 months 
of Schick 19 l 6/7? rat * s * This 1s ab0 "t f2ur times the level 
?Ji l^ It 75 '- Res f7 es ^creased about $60 million in 1976 and 
1977 and then jumped by approximately $150 million this past 
Pvn^t 2/ eSS - Ves 9r 5 w f- n ' Ran '^ « a consequence of rising 
export commodity pnces and very sharp increases in the foreion 
exchange remittances of Afghan workers in Iran and Arab cSies. 

an n«TK^ 0A ha - s *2" t f7? ned 1n the fres TO "ey market to slow the 
#S % f^on.of the Afghani. These purchases have totalled 
vp2tw 1G ?K 1 'U h ? P - S J 18 monlU - Notwithstanding such inter- 
JSi ?2 « t f e * 9 ? 2ni has a PP reci3t ^ vis-a-vis the dollar 
from 55 Afghanis in March 1975 ts 43 Afghanis currently. 

f-- na nl? e 60 5 in Jf»: ventions ' combined with significant deficit 
T.nanc.isg of public expenditures, caused the money supply to rise 
by some tnirty- two percent during 1976/77 alone. Norwithstanding 
this increase in the money supply, prices rose only a moderate 
six p_rce/u. Tms was much less than would be expected from the 
^n rSaS ! 1 ' nr:0ney s'Wly- Tne "»dsst rate of inflation was 
appjjaru.y cue tc the very low marginal propensity to consume the 
grc.th u: private incomes and the willingness of the private 
■»:ctor tc absorb this increase in money supply. 



■onr?c f^V r " erv f J evel efficient to finance 10 months' 
.ports is higher than that or the normal developing country, but 




nor 



would a.=y further appreciation of the Afghani. It is generally 
conceded that an exchange rate of approximately 50 Afs to'the 
Jol.,r is desirable to provide adequate export incentives - the 
My to significant growth in GNP. Thus, any additional appre- 
?l l 0n A - he Af ? hani would undermino olanned export expansion 
oPd be detrimental to Afqnar.1?tan*s economic development. 

Ti,e problem facing the G0A is not an easy one. It must seek 
to stabilize its foreign exchange holdings, avoid anv further 
appreciation of the Afghani, and deter excessive inflationary 
:>ressurps. The 30A believes foreign remittances have leveled off 



and will not increase this year. Export earnings are also 
expected to decline slightly due to decrease* in export prices 
and reduced export crop production. Despite this, the GOA 
must find additional ways to increase imports to absorb < 50-$ 100 
million in foreign exchange annually required to bring its inter- 
national accounts into balance. 

Officials at the Da Afghanistan Bank argue that a number of 
steps have recently been taken to check the growth in reserves. 
Until recently the GOA subsidized exports by oTferiip a spe».. : al 
conversion rate for all export goods, i.e., 48 Afghanis to tr>e 
dollai". Nov/ all export earnings except those of six commodities 
must be converted at the free market price. A new government 
procurement law has been promulgated making it significantly 
easier to purchase foreign commodities. In addition, Central 
Bank officials sUte that they have jrged the GOA to use fore^r, 
exchange for economically sound investments, such as the construc- 
tion of a cement plant and match factory, and for the purchase of 
wheat. Finally, they point out that the GOA will be required to 
increase substantially its debt repayments from approximately $30 
million now to over $80 million annuity by 1981. 

V.hue it is difficult to as-ess the success of these efforts 
at the present tirr.e, it is encouraging that, nc GOA intervention 
in the money market has been required in CY 197S, a sharp con- 
trast to lest year at this t:^e. Only the future will tell how 
earnestly the GOA will seek to Increase productive use of foreign 
exchange to promote Afghan i-^an's economic development. But it 
is clearly in the interest of Afghanistan to see that these foreign 
exchange resources are used pmc'victi'vely and in a manner which 
avoids excessive inflationary pressures. 

In conclusion, the recer-t increase in Afghanistan's foreign 
exchange reserves is a mixed blessing. Crs the positive side, it 
permits the GOA to pursue bruaaer development policies without 
serious fear of foreign exch-i^e constraints. Unlike many developing 
countries, Afghanistan has followed a prudent monetary policy which 
has avoided excessive inflation, Kept the Afghani fully con- 
vertible on the free market, and avoiced the creation of foreign 
exchange constraints. This is all to the gocd. Moreover, given 
the high level of private precautionary and speculative savings, 
foreign reserve holdings for 10 months of imports is not un- 
reasonable. On the negative side, the C*A has had difficulties 
controlling the exchange rate. Ci early, the »-0A must adopt policies 



which channel future foreign exchange growth into development 
activities, a course the GOA states it is now following. 

The present situation does not ca"H for any reduction in the 
foreign assistance efforts of donors. Afghanistan remains one cf 
the least developed countries in the world and requires substantial 
foreign technical assistance as well as additional investment 
resources if it is to begin to meet the basic husian needs or the 
majority of its population. 
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V. labor Migration 

The dramatic increase of oil prices and the «»«]*£*, 

wmmMM* 

construction workers. 

Th« effort of this migration are felt throughout 

saw ftS'SfS-i/sS » 

torderi..g Iran have been partlciMjrly affectec. 

Tr uc— - the orovinre <^cst accessible to Iran, wheat 

last year as farirfirs chos? to find Wu-rk else/.here. 

Tfe irrreased opportunities in Iran for Afghanistan's under- 
employed and The associated Increased 1"~ PW"*™ 

«Stf if iVaSiS-a^rr^alUa, -*»«»«., to 
regulate the flow of labor. 



